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Abstract
A learning organization has been addressed as a key organizational culture
in the current fast-paced global market. However, despite the attention,
there was no commonly accepted single model of the learning
organization. In this study, recently discussed two alternative models for
learning organization and performance were compared in terms of
theoretical as well as statistical approaches. One question from the
alternatives was related with the dimensionality of learning organization.
General one-factor model and two sub-factor models for learning
organization were compared. Another question was about financial and
knowledge performance which are functioning as a final endogenous
variable or a mediator. In order to examine the questions, variance and
covariance matrix dataset (n = 416) from Kim, Watkins, and Lu’s (2017) was
used. In general, it was found that either knowledge performance or
financial performance could be a mediator, or both could be outcome
variables; however, the fit of each model was the same (c2 = 108.62, df =
26, GFI = .939, TLI = .941, CFI = .958, RMSEA = .088). For the dimensionality
issue for learning organization, general one-factor model was supported
due to the high correlation between two sub-factors (r = .94). Bearing in
mind the conclusion and the parsimonious rule, a new model was
proposed.

Research Questions
In this study, I would examine:
(a) the relationship between financial performance and knowledge
performance, as a mediator-outcome variable or two final endogenous
variable,
(b) dimensionality issues of learning organization, comparing general onefactor model to two sub-factor models.

Knowledge Performance and Financial Performance

Discussion

Dimensionality Issues (cont.)

Methods

Data and Analysis
• Kim, Watkins, and Lu (2017) analyzed DLOQ-A survey data to develop a
learning organization model. The correlation table from Kim, Watkins,
and Lu (2017) ’s study was used to recalculate each covariance, using
means, standard deviations, Cronbach’s alpha coefficients, and
correlations (n = 416).
• In order to evaluate the fit of learning organization models based on
structural equation modeling (SEM), Amos software was employed.
• Overall, six different models were tested and drawn based on the
previous studies.

Figure 6 (c2 = 95.56, df = 25, GFI = .948, TLI = .948, CFI = .964, RMSEA = .082)

Figure 1 (c2 = 108.62, df = 26, GFI = .939, TLI = .941, CFI = .958, RMSEA = .088)

•

Kim et al.’s (2017) model was tested at first. The result showed the
similar mediation effect of knowledge performance between learning
organization and financial performance as the original model.

•

Global organizations deal with intense competition and fast
development of information technology, and the capacity to learn
continuously within the organization will be the key factor to survive in
today’s fast-paced market (Easterby-Smith, Araujo, and Burgoyne
1999; Hong, Easterby-Smith, and Snell 2006).
As a way of developing this capability, an organizational culture that
encourages the continual acquisition of and effective application of
new knowledge, such as a ‘learning organization’, has been discussed
among researchers (Hung et al., 2010; Fang and Wang 2006; Real, Leal,
and Roldan 2006).

Learning Organization
• During the decades, many scholars have suggested that learning at all
levels of the organization may be the only source of the competitive
advantage for organizations (De Geus, 1988; McGill and Slocum, 1993;
Tsang, 1997).
• Watkins and Marsick (1999) have defined a learning organization as
“one that learns continuously, and proactively uses learning in a way
that is integrated with its work,” and developed Dimensions of the
Learning Organization Questionnaire (DLOQ) to assess organizational
learning culture.
Different Models of Learning Organization
• Using the DLOQ, many researchers have studied the effectiveness of
the learning organization across culture, ranks, and industries;
however, each study proposed different models of a learning
organization (Kim, Watkins & Lu, 2017; Yang, Watkins & Marsick, 2004;
Davis & Daley, 2008; Ellinger, Yang & Ellinger, 2000; Bhaskar & Mishra,
2017; Watkins & Dirani, 2013).
• For instance, Kim et al. (2017) suggested that learning organization
positively affected organization’s financial performance, and
knowledge performance mediated the relationship in the middle.
• Other researches (Yang & Ellinger, 2000; McHargue, 2003) found that
knowledge performance and financial performance were two
independent outcome variables of a learning organization. Pokharel
and Choi (2015) even combined the two outcome variables into one
variable, Performance Outcomes, and focused on its relationship with
the seven different dimensions of a learning organization.
Issues of the Different Models
• According to Stelzl (1986), the fit of an original model and alternative
models would remain the same, when the direction of relationships
between independent variables and dependent variables changed.
• That is, the different directions of variables within learning
organization models may bring various interpretations into
organizations.
• However, even though statistical meanings of the original model and
alternative models were the same, interpretations of them would be
different in practice, and researchers could not assure which model
should be preferred.

Two separate second-order factors were grouped based on the previous
researches, and the power of explanation of each grouped factor was
estimated.
• As presented in the previous research, the second-order factor 2 (Figure
5) would be more related to performance outcome than the factor 1
(Figure 4).
• Based on this result, the power of explanation of integrated sub-factor
model was tested, and the fit was better than the model with seven
dimensions arranged in parallel (see Figure 3 and Figure 6). However, the
correlation between both factors was high (Figure 7).
Conclusion
• The seven dimensions of a learning organization should not be divided
into any sub-groups.
• Organizations should consider all of the seven dimensions when
considering the learning organization culture.
•

Introduction
•

Figure 7 (r = .94)

Results

•

• The DLOQ mean, standard deviation, and correlation scores from the
covariance matrix (Kim, Watkins & Lu, 2017) were used to determine each
covariance among the 9 dimensions (7 dimensions of a learning
organization and 2 dimensions of performance outcome).
Knowledge Performance and Financial Performance
• The first model (Figure 1) was based Kim, Watkins, and Lu’s (2017) study,
and the relationships of all variables were very similar to the original
model; knowledge performance fully mediated the relationship between
learning organization and financial performance (c2 = 108.62, df = 26, GFI
= .939, TLI = .941, CFI = .958, RMSEA = .088).
• The second model (Figure 2) was one of the equivalent models of the
original model. This time, financial performance became a full mediator
of learning organization and knowledge performance (c2 = 108.62, df = 26,
GFI = .939, TLI = .941, CFI = .958, RMSEA = .088).
• Also with the same fit, the third model (Figure 3) explained that learning
organization could affect knowledge performance and financial
performance, respectively (c2 = 108.62, df = 26, GFI = .939, TLI = .941, CFI =
.958, RMSEA = .088).
Dimensionality Issues
• The sub-group (named as second-order factor 1) with continuous
learning, dialogue and inquiry, team learning, and empowered people
(Figure 4, β = .47, β = .44) was less correlated with knowledge
performance and financial performance than the other sub-group
(named as second-order factor 2) with embedded system, system
connection, and strategic leadership (Figure 5, β = .88, β = .83).
• Thus, when the factor 1 leading to factor 2, and then it affecting
performance outcomes, the fit of model was slightly better than the
previous parallel dimension models (Figure 6, c2 = 95.56, df = 25, GFI =
.948, TLI = .948, CFI = .964, RMSEA = .082).
• In the model of combined second-order factors, however, the correlation
between the second-order factor 1 and second-order factor 2 was .92.
• Thus, the relationship between only the two sub-groups was tested
(Figure 7), and the correlation between those factors was .92.
Suggested Model in This Study
• Based on the test of learning organization dimensions and relationship
between outcome variables, the final model having the identical fit with
the original model was drawn and assessed (Figure 8, c2 = 108.62, df = 26,
GFI = .939, TLI = .941, CFI = .958, RMSEA = .088).

Figure 2 (c2 = 108.62, df = 26, GFI = .939, TLI = .941, CFI = .958, RMSEA = .088)

In the second model, it turned out that knowledge performance was
explained by learning organization and financial performance mediated
the relationship.

Suggested Model in This Study

Figure 3 (c2 = 108.62, df = 26, GFI = .939, TLI = .941, CFI = .958, RMSEA = .088)

The third model (Figure 3) did not have any mediation effects, and
learning organization directly, but sufficiently described knowledge
performance and financial performance, respectively.
Conclusion
• Even though the direction among variables of the second and third
models were different from the Kim et al.’s original model, all three
models had the same fit.
• That is, learning organization may contribute to financial performance
through knowledge performance, or contribute to knowledge
performance through financial performance, or contribute to both
performance outcomes equally.
• Therefore, depending on the needs of a organization, the management
would be able to decide which performance would be focused on.

•

Dimensionality Issues

Figure 8 (c2 = 108.62, df = 26, GFI = .939, TLI = .941, CFI = .958, RMSEA = .088)

• Combining the conclusions from these analyses, I selected the most
parsimonious but the best-described model (Figure 8).
• Even though its fit would be the same with other models in the previous
studies, the suggested model was based on the law of parsimony.
• Therefore, it could be easily fit in the organizational setting, and
organizations may refer to this model for their organizational
interventions on learning organization and performance outcomes.
Limitation
• Yet, the suggested model was only theoretically tested, and further
empirical research should be conducted to support this relationship.
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